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The dollar's substantial decline during the 1977-79 period against the 
dirham has produced numerous statistical anomalies, especially if the 
economic indicators are considered in dollar terms. For example, the 
large increase in per capita GNP in this period is to an important degree 
attributable to the decline in the value of the dollar against the dirham. 
If the dollar had held its 1977 value of $1 = DH 4.5, the 1978 per capita 
GNP estimate would be $650 rather than $746. 


To reduce possible misinterpretation of what has actually been occurring 
in the Moroccan economy, we have prepared the standard key indicators 

in dollar and dirham tables. For the same reason, textual discussion of 
statistical material will be based on the dirham rather than the dollar 
table. 


Compounding the distortions introduced because of the dollar's decline, 
readers should be aware that the Government of Morocco, in cooperation 
with the IBRD, has just completed a major four-year effort to revise 

its entire national income accounting statistics, using 1969 as the base 
year instead of 1960. The effect of moving forward the base year has 
been the ability to capture explicitly — as opposed to implicitly by 
deduction —- income streams from new production entities that did not 
exist in 1960. 


Including these new factors in national income. and output calculations 
increases, of course, many numerical indicators, often by substantial 
percentages. The increase is even larger when the dollar's decline is 
also factored in. Many 1977-78 figures in the accompanying dollar 
table thus differ widely from those included in earlier trends reports. 
Readers should be aware of the reasons for statistical and exchange rate 
differences when comparing the present report to previous ones in this 
series. The statistical effect can be isolated by comparing annual 
percentage changes in the dirham table with those of previous trends 
reports. The exchange rate effect is the difference between percentage 
changes in the dollar and dirham tables given in this report. 





KEY ECONOMIC INDICATORS 


All values in Millions of Dirhams Exchange Rates: 1979 - DH 3.9 
unless otherwise noted. 


ITEM 1977L/ 19782/ 


GNP (Current prices) 48 ,938 55,496 
GNP (1969 Prices) 30, 360 31,660 
Per Capita GNP (Current Prices in US$) 604 Th6 
Fixed Investment 15,200 13,200 
Value Construction Authorization 2,295 1,860 
Agricultural Production (Current Prices) 7,614 10,048 
Energy Imports as % of Consumption 80 80 
Industrial Production Index (1969=100) 161 168 
Value Phosphate Rock Exports 2a: 2,034 
Value Phosphate Derivative Exports 333 Lok 
End of Year GOM Cost of Living Index 
(May 1972/73 = 100) 166.6 182.8 


GOVERNMENT, FINANCE 


Consolidated Ordinary Revenue 10,304.6 12,757.60 
Ordinary Expenditures 9,935.5 11,349.5 
Of which Debt Service 1,050 1,881 
Debt Service as % of Exports 18 30 
Debt Service as % of Exports and 
Transfer Payments ay 20 
Outstanding External Debt 17,114 21,339 
Investment Expenditure 11,744 8,127.8 
Overall Deficit qdearo. => 6719-5 
Of which Externally Financed 6,700 55500 
Money Supply (M - 1) 17,865 20,365 
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BALANCE OF PAYMENTS 


Net Gold/Exchange Reserves 1,812 1,764 
Balance of Payments 17s + =.) 400 
Balance of Trade 8,542 - 6,200 
Exports F.0.B. 5,860 6,200 
U.S. Share (%) 1.6 2.8 
Imports C.I.F. 14,400 12,400 
U.S. Share (%) 11.6 13-1 
Net Transfer Payments 2,652 2,860 
Of which Worker Remittances 2,652 3,200 
Net Capital Movements 8,206 5,000 
Of which Net Public Sector Loans 7,652 3,600 


MAIN IMPORTS FROM U.S. - 1978 


Grain; Aircraft; Automobile parts; Trucks; Cotton; Machinery; Scientific instruments; Tallow; 
Oil seeds and products; Tobacco. 
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1/ Official - 2/ Preliminary - 3/ Forecast 





KEY ECONOMIC INDICATORS 
All values in million U.S. $ Exchange Rates: 1979 - DH 3.9 
1978 - DH 4.0 
1977 - DH 4.5 
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ITEM 19772/ 19782/ % change2/ 19793/ 
77/78 


INCOME, PRODUCTION, PRICES 


mM 


ee 
On ANA 


GNP (Current Prices) 

GNP (1969 Prices) 

Per Capita GNP (Current Prices in US$) 

Fixed Investment 

Value Construction Authorization 

Agricultural Production (Current Prices) 

Energy Imports as % of Consumption 

Industrial Production Index (1969=100) 

Value Phosphate Rock Exports 

Value Phosphate Derivative Exports 

End of Year GOM Cost of Living Index 
(May 1972/73 = 100) 
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GOVERNMENT, FINANCE 


Consolidated Ordinary Revenue a 3,400 
Ordinary Expenditures 3,288 
Of which Debt Service 564 
Debt Service as % of Exports 33.8 
Debt Service as % of Exports and 
Transfer Payments Cone 
Outstanding External Debt : 6,119 
Investment Expenditure 2,2h0 
Overall Deficit ; 2,128 
Of which Externally Financed 1,410 
Money Supply (M - 1) 6,058 


BALANCE OF PAYMENTS 


Net Gold/Exchange Reserves 402 ha 
Balance of Payments 3.87 100 
Balance of Trade 1,898 1,550 
Exports F.0.B. 1,302 1,550 
U.S. Share (%) 1.6 2.8 
Imports C.I.F. 3,200 3,100 
U.S. Share (%) 11.6 13.1 
Net Transfer Payments 589 1495 
Of which Worker Remittances 589 800 
Net Capital Movements 1,824 1,250 
Of which Net Public Sector Loans 1,700 900 


+ 


O71 435.9 
2h8 128.2 
18.3 1,410 
19 1,667 
i? 3.0 

3.3 3,077 
12.9 13.6 
21.4 769 
35.8 872 
S220 897 
47.1 Thy 
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MAIN IMPORTS FROM U.S. - 1978 


Grain; Aircraft; Automobile parts; trucks; Cotton; Machinery; Scientific instruments; Tallow; 
Oil seeds and products; Tobacco. 


1/ Official - 2/ Preliminary - 3/ Forecast 
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SUMMARY 


Morocco is now entering its second year under relatively tight government 
fiscal and monetary policies designed to restore eventually balance of 
payments equilibrium. All indications are that a difficult two years lie 
ahead as the country begins to adjust to various austerity measures 
designed to bring national expenditures more into line with available 
resources. 


In 1978 the GOM initiated several new measures (e.g., tight state budget, 
reduced investment authorization levels, restriction of credit to the 
private sector, replacement of the long-delayed 1978-82 five year plan 
with a scaled-down, interim 1978-80 three year plan, new restrictions on 
certain imported products) which have resulted in an impressive reduction 

i.e., 27.4 per cent) in Morocco's conmercial deficit. Although the much- 
needed move toward retrenchment and consolidation has apparently been 
effective in conserving foreign exchange, Morocco nevertheless faces a 
tight foreign exchange situation at least through 1980. Debt service 
payments will mount sharply through 1981. The cost of the Saharan war 
and the ongoing need to pay for its military re-equipment program will 
continue (assuming the absence of a settlement in the Saharan dispute) to 
burden an already tight economy. Furthermore, the very effectiveness of 
some of the austerity measures taken has begun to produce marked 
distortions in many sectors of the economy. Growth has been very slow or 
non-existent in some sectors, especially in the construction industry and 
among some importing firms. We expect 1979 to be a year of continued 
tight domestic credit; higher inflation; higher unemployment levels; 
continued real GNP growth about 4 per cent; a slightly reduced conmercial 
deficit; emphasis only on the highest priority industrialization projects 
and much reduced growth of the country's foreign debt. 


Reduced national growth targets - at least through 1980 - will generally 
limit U.S. firms to sales opportunities in key sectors (e.g., phosphate 
mining and processing, port construction, agribusiness) which will 
continue to receive priority government funding. Interest remains strong 
in high technology products and processes in which U.S. has recognized 
leadership. Over the longer-term, attractive opportunities exist for 
investment in tourism, manufacturing, agribusiness and high technology 
industry. U.S. banks may still find attractive creditor positions for 
short and, to a lesser extent than heretofore, medium-term financing. 
Despite the current tight economic situation, however, Morocco's long-term 
economic prospects appear favorable when viewed in terms of its resources 
(especially phosphates and other minerals) and industrial potential. 
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CURRENT ECONOMIC SITUATION AND TRENDS 


The Setting: The 1977 Slump and 1978 GOM Retrenchment Policy 


Morocco's economic and financial situation deteriorated badly in 1977, 

as world demand for key export products such as phosphates, agricultural 
goods and textiles either stagnated or in some cases declined. At the 
same time, greatly increased government spending on development programs, 
a burgeoning consumer market for imports, a very poor 1977 harvest, 
increasing military expenditures and rising energy costs (80 per cent 

of Morocco's energy is imported) contributed to the large trade imbalance. 
Morocco's traditional trade deficit increased from $1.34 billion (DH 6.03 
billion) in 1976 to a record $1.90 billion (DH 7.89 billion) in 1977. By 
the end of 1977, exports covered only about 40 per cent of imports. 


Confronted with serious external debt repayment difficulties, a widening 
resource gap and sluggish overall economic growth, Morocco's economic 
managers in 1978 made the fundamental assessment that the largely capital- 
intensive development program initiated during the 1973-77 five-year plan 
could no longer be sustained in the short-term. As a consequence, the 
government adopted a number of austerity measures to bring national 
expenditures more into line with available resources: (1) the 1978 state 
budget featured a 30 per cent cut in investment authorization levels, 
thereby reducing substantially imports of industrial equipment and 
construction materials; (2) the long-delayed 1978-82 five year plan was 
replaced by a more modest, transitional 1978-80 three-year plan designed 
to conserve foreign exchange; (3) new import restrictive measures, 
particularly licensing requirements, were placed on numerous items and 
many firms were required to make a 25 per cent prior import deposit on 
the value of shipments of imported goods; (4) the government slowed 
expansion of the money supply, raised interest rates to encourage saving 
and imposed tight credit ceilings on the private sector. The recently 
approved 1979 state budget, while somewhat more expansionary than that 

of the previous year retains a basic retrenchment and consolidation 
philosophy. 


The Results of the Retrenchment Policy 


Preliminary indications are that the austerity measures implemented in 
mid-1978 have been remarkably effective in reducing Morocco's large 
commercial deficit. According to latest government figures, Morocco's 
commercial deficit declined from DH 8.5 billion in 1977 to DH 6.2 billion 
in 1978, or by 27.4 per cent. 


This impressive gain is largely the consequence of the GOM's import- 
inhibiting austerity program. On the other hand, efforts to expand 
exports were affected by increasing demand but considerable oversupply 

in the world phosphate market, which pushed tonnages of phosphate rock 
up nicely, but earnings slightly below 1977 levels. The overall increase 


UNCLASSIFIED 





UNCLASSIFIED 


in 1978 exports (6 per cent) was thus fueled primarily by a strong 
recovery in agricultural exports led by citrus and continued growth 
in exports of phosphate derivatives. Moreover, Morocco received 
increased foreign worker remittances in 1978 (up from DH 2.6 billion 
in 1977 to DH 3.2 billion in 1978*) and slightly higher tourist 
receipts (up from DH 1.5 billion in 1977 to DH 1.65 billion in 1978). 


Austere budget policies implemented in 1978 enabled the government to 
reduce its recourse to both external and domestic borrowing. Foreign 
borrowing, which amounted to DH 6.7 billion in 1977, declined to DH 

5.5 billion in 1978. Tighter domestic monetary and fiscal policies in 
1978 were intended to broaden the effect of the austerity program and 
cushion the domestic economy from some of the worst shocks. To under- 
score the presumed efficacy of these policies, the government announced 
that the rate of domestic inflation had slowed from 12.5 per cent in 
1977 to 9.7 per cent in 1978. 


1979 and Beyond: A Preliminary Forecast 


In spite of the apparent effectiveness of the austerity measures 
implemented in 1978, they are considered by the GOM as but a first step. 
The 1978-80 three year plan, only portions of which have been published 
as of this writing, features slower economic growth, various measures 
to encourage domestic saving, a more selective targetting of new invest- 
ment allocations. New investment resources are to be directed primarily 
toward export-generating and import-substituting industries and greater 
stress is to be placed on the expansion of labor-intensive industries. 
Continuing this trend, albeit in a somewhat more relaxed fashion, the 
1979 budget features moderate increases in the operating and investment 
budgets, an increase in the overall deficit, limited tax reforms and a 
slight expansion of social services. 


Morocco is currently in a tight foreign exchange position, which should 
persist for the duration of the 1978-80 plan period. An additional 


* The 23 per cent rise in worker remittances, Morocco's largest 
individual foreign exchange item, was a result of a more favorable 
overseas earnings repatriation scheme instituted by the GOM in mid- 
1978. Under this system, Moroccan workers overseas (primarily in 
France) can repatriate their earnings on the basis of 1 French Franc 
for 1 Dirham, although the actual rate of exchange is FF 1.1 = DH l. 
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significant factor in Morocco's predicament is the repayment now falling 
Gue on the principal and interest of a substantial portion of the short- 
term Euro-dollar loans accepted during 1975-77. Debt service payments, 

which represented 5 per cent of the 1976 and 1977 budgets, 9.6 per cent 

of the 1978 budget, are now 10.2 per cent of the 1979 budget. 


It is probable, however, that Morocco will continue to require additional 
foreign exchange during calendar year 1979 to finance a minimm capital 
development program and to cover debt service payments that will continue 
to rise, but then peak in 1981. Morocco's debt service to export ratio, 
which reached 30 per cent in 1978, may thus exceed 33 per cent in 1979. 
Even if foreign worker remittances are included with exports, the ratio 
for 1979 should still exceed 22 per cent. Given this situation, together 
with the fact that debt service payments are expected to mount sharply 
through 1981, the GOM will be limited in the extent to which it can 
prudently undertake further external borrowings. 


Thus, although Morocco's economic managers still hold to a long-term 
strategy of rapid, capital-intensive industrial development fueled 
primarily by phosphate industry export earnings and foreign financing, 
they realize that a period of substantial austerity must be maintained 
at least through much of 1980. On the plus side, Morocco's 1979 balance 
of trade deficit will be further reduced, (assuming adequate rainfall 
and, therefore, a good 1978-79 harvest to match that of last year). 
Although the initial recovery of phosphate industry export earnings is 
expected to be gradual, Moroccan authorities are more optimistic about 
medium- and long-term prospects for the industry: a new phosphate rock 
production site at Benguerir has recently begun operations. Another 
site at Sidi Hajjaj is scheduled to come on line in 1983. The Maroc- 
Phosphore II phosphoric acid facility at Safi (with planned annual 
production of 500,000 tons) is to be completed by late 1980. The Maroc- 
Phosphore II phosphoric acid plant at Jorf Lasfar is tentatively scheduled 
to come on line in 1982, but will probably be delayed since basic infra- 
structure port development is already at least six months behind schedule. 
The amount of external borrowing projected in 1979, DH 5.5 billion, 
although the same as last year's total, represents a decline in the per- 
centage of financing raised externally and an absolute decline from 1977 
and 1976 totals. Import restrictions will be removed on certain semi- 
finished goods. Tourist receipts and foreign worker remittances are 
expected to increase in 1979. Finally, Morocco's likely ability to 
continue to obtain necessary, but probably not exaggerated, balance of 
payments financing from the private capital market indicates that the 
country's long-term economic prospects are considered promising. 
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Basic Problems 


Seen in somewhat broader perspective there remain fundamental structural 
disequilibria within the Moroccan economy. They are all linked to the 
country's considerable dependence on foreign products, export markets 

and external capital flows, and are unlikely to disappear over the short- 
term given even the most favorable circumstances affecting individual 
export items. 


The first basic disequilibrium is the country's consistent deficiency in 
agricultural production. Furthermore, Morocco's high annual population 
growth rate (i.e. over 3.0 per cent) continues to exceed the average 
annual growth in agricultural production (i.e., 2 per cent over the last 
decade). A second basic disequilibrium is the country's inability to 
cover its economic development and defense needs through sufficient 
export earnings, resulting in a chronic trade deficit. A third disequi- 
librium derives from Morocco's decision to fund its development program 
by accepting a substantial and progressively increasing external debt. 

A fourth disequilibrium is the demographically disproportionate allocation 
of resources between the modern industrial sector and the agricultural 
sector and within each of these sectors. Although the GOM's long-term 
capital—intensive development strategy has resulted in some impressive 
economic gains, millions of Moroccans - especially the largely excluded 
group in traditional agriculture and the often marginalized dwellers of 
urban shanty towns - have not been adequately integrated into this on- 
going national effort. 


IMPLICATIONS FOR THE UNITED STATES 


Although the current austerity program and tight domestic credit position 
will slow economic growth through 1980, the GOM's probable determination 
to push ahead over the long-term with its capital-intensive development 
program may offer U.S. firms attractive opportunities for sales of capital 
goods and related services. More immediate opportunities may be available 
in those sectors likely to receive priority funding, e.g. phosphate 
industry, agribusiness. Interest will also be strong in high technology 
products and processes in which the U.S. has recognized leadership, e.g. 
aviation, trucks, construction, farming and mining equipment. Additional 
areas for possible long-term U.S. market share expansion include: tele- 
communications, food processing equipment, irrigation equipment, fish 
processing, and the tourist industry. We expect that the U.S. trade 
balance with Morocco will continue to run a large surplus for the fore- 
seeable future. The current import restrictive measures will likely 
continue to have relatively little effect on most U.S. =xports to Morocco. 
Given its growing need for capital resources, we also expect that Morocco- 
in the wake of King Hassan's visit to the U.S. in November 1978 - will be 
making a more concerted effort to lure U.S. foreign investment into the 
country. 
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Total 1979 agricultural imports from the United States are expected to 
fall below record 1978 levels. Wheat, the most: important U.S. 
agricultural trade item exported to Morocco, will decline because of 
subsidized wheat exports by competitors, but opportunities may exist 
for increased sales of corn, soybeans, and vegetable oils. U.S. 
cotton, tallow and tobacco have consistently held large market shares 
and should continue to do so. 


Projects likely to receive top priority during the remainder of the 
1978-80 three-year plan include an additional phosphate rock production 
site at Benguerir, a new phosphoric acid plant at Safi, an oil refinery, 
port infrastructure for the integrated chemical complex and industrial 
port to be built at Jorf Lasfar (and additional port extention or 
construction at Casablanca, Kenitra, Agadir, Tangier, Safi, Nador, Tan- 
Tan and Tarfaya), rail lines, road construction, together with irrigated 
land development and numerous other agricultural and industrial projects. 
Technical and management service companies will find attractive but 
increasingly competitive opportunities in Morocco as the government 
focuses investment on priority projects in industry and agriculture. 
Opportunities continue to exist for U.S. banks to manage or participate 
in medium-term project and government loans, but at levels greatly reduced 
from previous years. 


The Moroccan Investment Code offers inducements to firms prepared to 
accord local partners at least half ownership plus board chairmanship. 
In such priority sectors as mining, tourism and export industries, one 
hundred per cent foreign ownership is authorized, while still permitting 
foreign firms to profit from code incentives. To encourage the eventual 
de-centralization of Moroccan industry, even more favorable investment 
terms are available to firms willing to locate their operations in urban 
centers outside.the dominant Casablanca-Rabat industrial area (e.g., 
Tangier, Tetouan, Fez, Meknes, Oujda). Moreover, for any new investments 
in excess of 30 million dirhams (approximately $7.7 million) advantages 
in addition to those specified in the code can be negotiated with the 
Moroccan government. 


* U. S. GOVERNMENT PRINTING OFFICE 


UNCLASSIFIED 








YOUR COMPETITION Cetisbie narrative and statistical review read 


by many sectors of domestic and foreign 


IS READING business. Each Quarter you will receive... 


A comprehensive analysis of log, lumber, 
plywood, pulp, paper, and paperboard 
trends. Influencing factors in production, 
consumption, shipments, exports, imports, 
prices, sales and profits, employment, and 
overseas activities. ... 


Plus—roundups of regional production 
activity and industry developments in 
foreign producing and marketing countries. 
Special in-depth articles covering the solid 


wood products and pulp and paper 
industries of important competing coun- 
tries, export markets, and long-term 
trends. 

Also—a timely section on recent forest 
products developments in the U.S. and 
abroad, including: capacity expansion and 


new construction, supply/demand factors, 
and legislative activity. 


And—in the continuing detailed statistical 
series, you'll find definitive figures from 
U.S. Government agencies and leading 
national trade associations. You'll get 
pages of the latest statistics on production, 
inventories, raw materials, consumption, 
wholesale prices and price indexes, 
FORMERLY: PULP, PAPER AND BOARD merchants’ sales, manufacturers’ ship- 
ments, wages and hours, and foreign trade. 
The spring issue presents annualized data 


over the past decade, designed to permit 


ARE YOU? evaluation of current and historical 
ees « industry patterns and trends. 


U.S. DEPARTMENT OF COMMERCE 
Industry and Trade Administration 


(please detach here) 


SUBSCRIPTION ORDER FORM C57.511: C1 Remittance Enclosed 
ENTER MY SUBSCRIPTION TO FOREST PRODUCTS (Make checks payable 
REVIEW (FORMERLY: PULP, PAPER, AND BOARD) to Superintendent of 
at $5.00. Add $1.25 for foreign mailing. Documents) 

No additional postage is required for mailing 
within the United States or its possessions. 
Send Subscription to: 


(0 Charge to my Deposit 
Account No. 





NAME—FIRST, LAST 








COMPANY NAME OR ADDITIONAL ADDRESS LINE 











STREET ADDRESS MAIL ORDER FORM TO: 

Superintendent of Documents 

Government Printing Office 
ZIP CODE Washington, D.C. 20402 








PLEASE PRINT 








